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23 FORECASTS FOR 1947 


F an economic forecaster can legitimately allow himself to hope for certain 
| future developments, we hope that 1947 will show a readjustment in prices, 

which will necessarily be accompanied by a lessening of business volume and 
employment. Weare very much afraid that if the readjustment does not come in 
1947, the inevitable readjustment which will follow will be so drastic that it may 
imperil the whole economic structure. If it comes during 1947, however, we be- 
lieve that its effect on our general economy will be minor and that its duration 
will be short. It seems to us that this readjustment would probably be followed by 
four or five years of high prosperity. 


An honest forecaster should not try to foresee the unknown, and there are 


many things in the picture for 1947 which cannot be predicted on any intelligent 
basis. 


In the following forecasts we have attempted to guess how known factors would 
inter-react to bring about changes in the business picture and in the values of real 
estate. Where we felt that a guess was justified by the probabilities, we have 
stated it as definitely as we could, In some cases, however, the developments in 
1947 will be so dependent on factors which cannot be predicted that there would be 
no advantage in guessing which one of many possibilities might develop. 


GENERAL BUSINESS ACTIVITY 


Our forecast for general business made one year ago ended with the statement: 
dime evidence would indicate to us that 1946 for general business, in spite of 
strikes, will be a year of high volume.” It seems to us that 1947 will be a year 

of readjustment, It is difficult to say at the present time just when the readjust- 
ment will become sufficiently industry-wide to take on the nature of a depression. 
The readjustment has already started in some luxury lines with resulting price 
drops and even some bankruptcies, an almost unheard of thing during the past few 
years. The stock market has had a sizable drop a few months ago, and the fact 
remains that we have never hada decline in stock prices comparable to that we 
have recently undergone which has not been followed by a downturn in business, 
Another forerunner of most of our slumps has been a radical drop in prices, par- 
ticularly of cotton, This has already occurred and futures for most agricultural 
products are down, Inventories have been increasing and this is particularly true 
if unfilled orders for future delivery are added to the actual stocks. In many of 

& the consumer goods lines the booms we have experienced were caused by the addi- 
tion of current demand to the accrued demand which built up during the war. The 
demand on the manufacturer was increased still further by the fact that dealer and 
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consumer inventories were quite low. During 1946 this condition has changed, 
Dealers’ inventories are relatively high and the consumer has refilled his pantry 
shelves, his dresser drawers, and his chifforobe. He is sufficiently well stocked 
so that any definite indication of falling prices may cause him to defer further 
purchases for the present. 


In the durable goods field many acute shortages still persist, but even here the 
supposed shortages may not be so great as is generally imagined, Supply and de- 
mand will always balance at a price and many potential customers have been 
priced out of the market for various types of goods and services. 


Under the Wagner Act management has been so badly crippled in its contro- 
versies with labor that most labor issues have been decided by intimidation, com- 
promise or surrender at the eventual expense of the consuming public. It now 
seems that the Wagner Act will be modified in such a way that controversies can 
be settled ona more equal basis. If this results ina slowing down of the wage 
spiral, prices should hit their peak this spring and should start to decline. Over 
the long pull a stable wage structure with a declining price level distributes goods 
and services to the entire population on a far more equitable basis with increas- 
ing standards of living than can be obtained on the basis of increasing wages and 
skyrocketing prices. 


Our general conclusion regarding business is that by spring or summer we 
will have passed into a buyer’s market for consumer goods with price drops, cur- 
tailment of production and some unemployment. The slack period will last for the 
balance of the year and probably well into 1948, It will not develop, however, into 
a major depression but we think it probable that income payments to individuals 
will drop by 20 per cent. It should be remembered, however, that even if this 
happens 1947 will have income payments to individuals 47 per cent higher than 
1941 and 80 per cent higher than 1940. Of course, a portion of this increase rep- 
resents price inflation rather than an increase in real purchasing power, but real 
purchasing power will still be very much ahead of any year prior to 1942. 


The chart below shows the trend of wages in the United States from 1937 
2 through 1946. This chart includes the wages of school teachers, policemen, 

industrial workers, clerks, etc., each averaged into the total in the same 
proportion that each group forms of the total employed population. 


The wage trend will continue up during the first six months of 1947, but ata 
slower rate. During this period many groups who have not yet experienced salary 
readjustments, such as school teachers and some other white collar workers, 
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will offset the sideways movement of many industrial workers. In the latter part 


of the year we think it probable that wage trends will move sideways with very 
little upward movement, 
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Last year we said; “The cost of living will continue to rise and the rate at 
which it rises will be faster during 1946 than it was during the war.” We 
explained then that our reason for this conclusion was the belief that ration- 
ing and price control could not be made to work in a peacetime economy, and that 
just so soon as the control machinery broke down prices would find their own 
level in terms of the reduced purchasing power of the dollar. The fundamental 
reason why prices have risen in the recent past is that we have increased the 
number of dollars of currency and credit in the United States to the point where a 
large portion of the purchasing power of our money is gone. This fact was con- 
cealed from the public by rationing and price control.. So long as the war lasted, 
patriotic compliance kept prices of rationed goods within striking distance of 
their legal prices, There is no way, however, that price control could be made to 
work after the end of the war. It has been tried in other countries time and time 
again, and each time money has found its real level within a relatively short time. 
The laws which govern prices are not passed by legislatures, 


We believe itis probable that the cost of living will continue to rise during 
the first quarter of 1947. During the second quarter it may turn sideways, and 
before the end of the year we think it will turn downward, 


URBAN REAL ESTATE 


RESIDENTIAL 





A year ago we said that rent control would not be modified during 1946 and 
that rent control would be held on buildings to be built, which we thought 
extremely unwise. Price control legislation expires on June 30, 1947. 
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Some time this spring rent control will be modified by allowing a given per- 
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centage increase across the board. We doubt whether this increase will be as 
much as 15 per cent. We think the wisest way to taper off rent control would be 
to allow any owner to remove his units from rent control by offering his tenants 
leases for at least one year ata rental not greater than the maximum percentage 
increase decided upon by Congress, We believe that rent control will be removed 
from new units to be built. 


1946 and that there was no possibility of new building starting in sufficient 

volume during the year to even take the edge off the shortage. We ended 
with the comment, “Wilson Wyatt is a competent individual and he will make a 
valiant effort to expedite new building, but the deterrents to new building will be 
such that no person regardless of ability can bring about an increase of sufficient 
size in time to avoid public clamor and the accusation of having failed.” 


5 A year ago we Said that the housing shortage would continue unabated through 


While we do not believe that new building done during 1947 will come up to 
government estimates, we believe that by the end of 1947 supply and demand of 
dwelling units will be in much closer adjustment than they are now. We think that 
the recession in business will also bring about a shrinkage in the demand for 
housing. According to the United States Census figures, we now have a far small- 
er number of persons per dwelling unit in the housing of the United States than we 
had in 1940. In November 1945, 9.3 per cent of all of our dwelling units were oc- 
cupied by one person. Some economic stringency in the latter part of the year, 
with unemployment two to three times its present size, will cause a more inten- 
sive use of existing housing. 


the middle of 1946. During the latter part of the year transfers in most 
cities were taking place at figures ten to twenty per cent below the peak 
prices. Relatively few properties were being sold at the price asked in contrast 
with most sales having taken place at the listed price in the period that preceded. 


6 Prices of single-family residential properties hit their highest peak about 


The prices for which single-family residential properties will sell in 1947 
will be below the prices for which similar properties sold in 1946. Scarcity 
premium is continuing to shrink and by the end of 1947 many single-family resi- 
dences will be selling at prices more nearly in line with their replacement cost 
less accrued depreciation. However, there will still be some scarcity premium 
remaining at the end of the year. 


Multi-family buildings have been increasing in price during the last few 

years in spite of rent control. This price increase has been due to the a- 

mount of money looking for investment, which has had the result of lowering 
the capitalization rate. It has also been due to the fact that no vacancy losses 
were sustained and collections were secured practically 100 per cent. Some sav- 
ings have been possible in the quantity of exterior maintenance, although the cost 
of operating the buildings has been high. 


Apartment buildings well located and well designed in the average city will 
continue to increase in value during the first half of 1947 due largely to the anti- 
cipated changes in rent control. Toward the latter part of the year general busi- 
ness conditions may limit demand for investment properties, with the result that 
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BUILDING COSTS OF A STANDARD SIX ROOM FRAME HOUSE BUILT IN ST. LOUIS 








Costs are grouped into four classifications of material, four of labor and three of over- radiation. : 
head. A further breakdown of these groups is given in detail below. Columns of the (7) Plumbing: Soil pipes and connections, stack, water pipe and connections, lead oak- 
table are numbered, and a brief description of the items included in each is given in the um and bathroom fixtures; hot water heater and tank to be furnished by others. 
paragraphs below. Paragraphs are numbered to correspond with the columns described Group D a 
Building material costs are indicated by the letter M: corresponding labor items, in (8) Sheet Metal: Galv. iron (present) gutters, downspouts, flashing. 
red by the letter L. (9) Electrical magn ery switch, BX cable, switch boxes, receptacles, transformer, 
c are snown in Column 10, Building Hardware as they have already been etc. No fixtures included. 
poet poe can $, Millwork. a . (10) Nails and Hardware: Common and wire nails, bolts, damper, ash doors, finish a 
ied hardware. 
Group A (11) Painting, White lead, linseed oil, turpentine. 
~ (1) Masonry: Cement, sand, gravel, quick lime, hydrated lime, hard wall plaster, (12) Miscellaneous: Metal and wood laths, corner bead, insulation. 
face and common brick, fire brick, flue lining. Total Material and Labor Costs 
(2) Tile Work: 4-1/4 x 4-1/4 wall tile, ceramic floor tile, cap and base Group E 
Group B (13) Overhead and profit of subcontractors in plastering, metal work, heating, plumb- 
~(3) Unfinished Lumber: Columns, beams, floor and ceiling joists, interior and exte- ing, electrical work and tile work. 
rior studs, rafters, bracing, etc. (14) General contractor’s profit. 
(4) Finished Lumber: Sub-flooring, sheathing, beveled siding, finished floors, as- (15) Missouri sales tax (now 2% on materials), old age and unemployment tax (Federal 
phalt shingle roofing, roofing felt, tar paper, shutters, etc and State), liability and employees’ compensation insurance, fire and tornado insur- 
(5) Millwork: Windows, doors, trim, kitchen cabinet, stairs ance, completion bond, 
Group C (16) Total overhead, profit and other costs. 
(6) Heating: Boiler, insulating jackets, fittings, tools, pipes, connections, valves and TOTAL CONSTRUCTION COST 
GROUP A GROUP B GROUP C GROUP D GROUP E TOTAL 
| 
Year (1) (2) (3) (4) | (5) (6) 


| « (8) (9) \(10)} (11) (12) Total —|{(13) {(14) |(15) | (16) 

MoeI]M LIM tL ]|M tIM t IM tc {M LIM LIM LIM[M L/]M LIM oL | . 
1913|I$343 $38 |$ 24 $13 §218$101 |$428 $134 |$350 $121 6152 $136 |$231$110 |$ 65$12 |$36$49|$59B16$ 64 |$ 51 $18 [$1973 $1146 | 248 83378132 |$ 717 |S 3836 
1914|| 362 388| 24 13| 212 101 | 415 134| 349 121 | 147 136 | 248 110| 59 12 | 32 49! 59/16 64] 50 18] 1973 1146|/ 248) 337) 132) 717 || 3836 
1915] 360 388] 24 13| 189 108 | 373 145| 329 131 | 152 144 | 249 116 | 68 12 | 38 52] 64/17 69/ 48 19]/ 1911 1197]] 257) 337| 135 | 729 | 3837 
1916|| 366 396| 24 13| 224 108 | 438 145| 363 131 | 203 144| 309 116 | 101 12 | 55 52| 86] 22 69| 59 19/] 2250 1205 || 295| 375| 142| 612 || 4267 
1917|| 456 413| 25 14| 258 109 | 500 146| 396 132| 244 152| 359 122] 108 12 | 59 54|110| 26 69] 69 19 || 2610 1242|| 325| 418/ 152) 895 | 4747 


1918}} 539 421 25 15) 292 118 570 158) 449 143 | 322 152 | 359 124 95 14 52 54/118) 30 175 73 21 |) 2924 1295 || 346) 457) 163 966 5185 
1919|| 624 453 25 15] 519 128 |1008 170] 729 154 | 290 160] 349 130 83 15 | 45 57/113] 31 - 81}; 112 23 |} 3928 1386 342 | 566| 187 | 1095 6409 
1920|| 742 463 28 17] 607 183 | 1189 243/1030 220 | 305 184) 372 150 83 21 46 66/143| 36 116 |-132 32] 4713 1695 || 366| 677) 227| 1270 7678 
1921|| 674 501 25 18) 479 188 920 250; 506 225 273 192 156 64 22 35 69} 94] 30 119] 104 33 |} 3664 1773 || 372) 581) 215 | 1168 6605 
1922|| 609 506 25 18] 362 174 703 232; 571 209 | 258 204 | 433 166 64 20 35 73) 79| 28 111 81 31 |} 3248 1744]| 370) 536) 205 1111 6103 


> 
a 
Oo 


1923} 633 576 25 21] 410 200 793 268) 551 242 | 267 227 430 184 70 23 38 81| 94] 28 128 90 36 |] 3429 1986 || 407| 582| 228 | 1217 6632 

1924|} 618 703 | 251 108 | 401 246 71719 328) 492 296 | 274 277 | 388 224 64 28 35 100} 97) 35 156 87 44 |} 3521 2510 || 527) 656) 274 | 1457 7488 

1925|| 606 684) 251 108) 375 251 7132 335| 472 302) 273 255] 381 207 68 29 37 92) 89) 37 159 83 45 || 3404 2467 || 508) 638| 267 | 1413 7284 

1926|| 566 653 251 108) 379 240 732 320] 432 288| 264 244 | 381 197 69 27 37 87) 86) 36 152 83 43 || 3316 2359 || 499| 617| 254 | 1370 7045 

1927|| 565 621 | 251 108] 354 228 715 304 | 358 275 251 184] 395 159 67 26 37 66| 84) 33 145 80 41 |) 3190 2157 |) 469 | 582) 237 | 1288 6635 
| | 


1928|| 563 541 | 208 97) 406 184 644 244] 377 220 | 261 184 | 382 151 71 21 39 66) 85) 31 116 74 321) 3141 1856 || 438) 544| 213 | 1195 6192 
1929|) 565 541 | 185 97) 360 184 | 687 244| 364 220 | 270 184 385 151 82 21 45 66| 89| 33 116 71 32 |) 3156 1856 || 438) 545| 213 | 1196 6208 
1930}; 474 422) 185 97] 340 135 655 181] 312 164/ 251 140} 341 114 71 15 39 50) 72) 33 87] 211 24 |) 2984 1429]| 380| 479| 175 | 1034 5447 
1931}; 411 342) 155 57) 313 108 | 594 145| 254 131 | 226 112 322 91 58 12 | 32 40] 61] 31 70] 198 39 |] 2655 1147]) 317| 412] 146 875 4677 
1932|| 438 342] 139 51] 268 108 | 532 145| 269 131 | 210 112| 286 91 50 12 28 40} 60) 28 70} 199 39) 2507 1141 295 | 395| 142 832 4480 
1933}} 457 342) 130 51] 355 108 | 562 145) 344 131) 208 112 270 «91 52 12 | 28 40| 54| 26 70| 214 39]| 2700 1141]| 291| 413] 146 850 4691 
1934|} 540 342] 122 51] 439 108 | 713 145) 494 131) 234 112] 279 91 55 12 30 40| 63] 26 70} 222 391) 3217 1141)|| 299) 466) 154 919 5277 
1935|) 508 422) 111 67/ 399 135 | 638 181) 523 164 | 236 140/ 292 114 43 15 24 50) 62| 26 87] 229 47) 3091 1422)| 300;| 481) 174 955 5468 
1936}; 506 490] 111 67] 364 159 | 655 209) 494 188/ 255 160/ 301 131 50 19 28 57| 59] 27 98] 221 53} 3071 1631)| 344| 505) 239 | 1088 5790 
1937|} 503 512] 111 67] 395 186 742 245| 578 221 | 247 160/| 326 141 54 22 29 57) 64] 31 104] 226 53{| 3306 1768] 363) 544) 310) 1217 6291 
1938|/ 508 425; 103 67] 350 157 647 204| 571 179| 241 160| 297 134 47 19 26 57| 66| 28 88] 222 42]) 3106 1532]| 333) 494) 306] 1133 5771 4 





1939]| 513 525] 103 77] 360 159 | 660 211| 513 190/ 239 160/| 277 133 49 19 | 27 57| 64| 29 109] 192 56]] 3026 1696]| 344| 505| 323] 1172 5894 


| 
Ja 1940}/ 510 538] 103 77] 374 158 | 679 215 567 195 | 236 160] 282 131 58 17 32 57, 65) 30 93] 193 61 || 3129 1702|) 352) 516) 327) 1195 6026 
Ap 1940}/ 510 538; 103 77) 371 158 | 651 215; 566 195) 236 160) 285 131 63 17 35 57) 65) 30 93) 193 61] 3108 1702)| 352) 516) 327) 1195 6005 
Ji 1940]; 510 538/] 103 77] 371 158 | 651 215 566 195 | 236 160/ 285 131 63 17 35 57) 65/ 30 93) 193 61 |) 3108 1702)| 352) 516) 327 | 1195 6005 
O 1940)| 510 542] 145 86) 494 162 | 763 218) 628 197) 254 160/| 294 161 63 17 31 57| 66) 32 93] 203 75 || 3482 1768 || 385 | 564) 351 | 1300 6551 


Ja 1941/| 515 640] 145 86] 493 182 | 808 243| 645 219 | 242 160 
Ap 1941|| 487 639] 159 66| 463 182 | 771 243) 633 219| 251 180 
Ji 1941/) 510 650] 159 86) 553 220 | 802 279|) 635 252) 250 180 
O 1941/| 514 678] 159 86) 544 226 | 861 303) 689 274 | 262 200 


266 161 62 19 28 58| 67) 33 104] 203 78{|| 3507 1950|} 380; 585) 375 | 1340 6797 
274 149 62 19 28 63) 69| 33 131] 202 791) 3432 1990|} 396| 581) 376} 1353 6775 
274 149 90 19 27 63) 72|) 34 131] 220 79 || 3626 2108|) 396) 613) 397 | 1406 7140 
289 187] 106 29 34 72) 80) 35 145] 227 79 |} 3800 2279)| 433) 650) 424] 1507 7586 


Ja 1942/) 514 696] 175 86] 536 231 854 305) 689 275 | 262 200) 314 187 64 29 | 48 72) 79) 35 145] 229 811) 3799 2307) 431 653| 427) 1511 7617 
Ap 1942|)| 520 696| 175 86] 847 231 876 305; 715 275) 273 200) 317 187 64 29 50 72| 79] 38 145] 229 811] 3883 2307|| 433) 663) 429 | 1525 T7117 
Jl 1942] 520 696) 175 86| 540 233 | 874 307) 715 276) 273 200| 317 198 72 29 50 86) 79] 38 145] 229 75) 3882 2331 |) 435| 668) 427 1530 1743 
O 1942]) 520 668] 162 86] 558 207 884 274 715 248| 273 180| 317 149 56 29 50 65| 79/ 38 130) 229 75/]) 3881 2111)| 419) 639) 403 | 1461 7453 





Ja 1943)) 520 668| 151 86) 561 207 | 884 274 | 715 248| 273 180| 317 149 56 29 | 50 65| 79|/ 38 130] 229 75|| 3873 2111/|| 419| 639| 402| 1460 7444 
Ap 1943]; 520 668] 151 86) 561 207 | 884 274| 715 248| 273 180) 317 149 56 29 | 50 65; 79| 38 130} 229 75]| 3873 2111 419 | 639) 402 | 1460 7444 
Jl 1943]) 520 648] 151 99) 561 189 | 884 247) 715 222) 273 180| 317 149 56 20 | 50 63) 79] 38 130] 223 75 || 3867 2022 422 | 631) 393 | 1446 7335 
O 1943)/} 528 648] 151 99] 662 189 715 222) 273 180| 317 149 56 20 | 50 63] 79] 38 130] 238 751) 4112 2022]| 422| 656) 398| 1476 7610 
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Ja 1944]) 526 648) 175 99/ 662 189 | 1003 247] 663 222) 273 180/| 317 149 56 20 | 50 63| 79) 38 130] 238 75|| 4082 2022|| 422) 653) 398] 1473 1577 
Ap 1944|| 528 648] 175 99/ 700 189 | 1109 247) 663 222) 273 180/| 317 149 56 20 | 50 63) 79) 38 130] 238 75]| 4226 2022|| 422) 667) 400| 1489 7737 
Jl 1944]) 528 648] 175 99] 700 189 | 1109 247| 679 222) 273 180] 317 149 56 20 | 50 63) 79) 38 130} 238 75|| 4242 2022|| 422| 669) 401 1492 7756 
O 1944]) 537 762) 175 99] 700 189 | 1112 247) 679 222) 273 180| 317 149 56 20 | 50 63) 79] 38 130) 246 175]}| 4262 2136)| 422) 682) 411] 1515 7913 


Ja 1945)| 537 763] 175 99) 700 212 | 1112 277| 702 249/| 273 180] 317 149 56 20 | 50 63| 79| 38 130| 246 911) 4285 2233|| 426) 694) 426) 1546 8064 
F 1945]| 551 763] 175 99} 700 212 | 1112 277; 702 249| 273 180] 317 149 56 20 50 63} 79) 38 130) 246 91/]) 4299 2233|| 426) 696) 427] 1549 8081 
Mr 1945]| 551 763] 175 99] 700 2121112 277) 702 249/ 273 180] 317 149 56 20 | 50 63] 79| 38 130] 246 91]] 4299 2233 426 | 696) 427] 1549 8081 
Ap 1945]; 551 763) 175 99] 700 212 | 1112 277) 702 249) 273 180] 317 149 56 20 | 50 63) 79) 38 130) 246 91]| 4299 2233]) 426| 696] 427] 1549 8081 
My 1945} 551 763] 175 99|) 700 2121112 277| 702 249) 273 180} 317 149 56 20 50 $3) 79) 38 130] 246 91]| 4299 2233|| 426) 696) 427] 1549 8081 
Je 1945]) 551 763) 175 99) 700 2121112 277) 702 249) 273 180] 320 149 56 20 50 63| 79) 38 130) 246 911) 4302 2233|| 426) 696) 427] 1549 8084 





Ji 1945]; 551 763] 175 99) 700 231 | 1112 307) 702 276| 273 200/] 320 174 56 20 50 72) 79| 38 145| 246 95|| 4302 2382]) 438| 712) 455] 1605 8289 
Ag 1945]| 578 997) 175 99) 700 3121112 429) 702 345) 273 292) 320 251 56 20 | 50101) 79} 38 197| 246 120]| 4329 3163] 510| 800] 549] 1859 9351 
S 1945]) 578 997) 175 113) 695 312 1117 429) 702 345) 273 292] 320 251 56 20 | 50101) 79] 38 197] 246 120]| 4329 3177|] 515| 802) 552] 1869 9375 
O 1945]/ 603 997) 175 113) 695 3121117 429) 702 345| 273 292] 320 251 56 20 | 50101) 79) 38 197) 246 120]| 4354 3177]] 515| 805) 553] 1873 9404 
N 1945]/ 603 9097] 175 113) 695 3121117 429) 702 345) 285 292) 322 251 56 20 50 101} 79] 38 197| 246 120]] 4368 3177|| 518| 806) 554| 1878 9423 
D 1945]} 603 997) 175 113) 695 3121117 429) 702 345| 285 292] 322 251 56 20 | 50101} 79) 38 197| 246 120]| 4368 3177]| 518) 806| 554] 1878 9423 


Ja 1946]; 609 1068} 175 113} 695 330 1117 456) 702 411] 285 308] 322 259 59 29 | 50111) 79) 38 211) 246 125]| 4377 3421]|] 544| 834] 583] 1961 9759 
F 1946)) 609 1068; “~" 113) 695 330 | 1117 456; 702 411 285 308] 322 259 59 29 | 50111) 79] 38 211] 246 125|] 4377 3421/| 544| 834] 583| 1961 9759 
Mr 1946]} 609 1068; 175 113] 695 330} 1141 456) 702 411) 285 308] 322 259 62 29 | 50111) 79} 38 211) 246 125) 4404 3421|) 545| 837] 584] 1966 9791 
Ap 1946]; 615 1089] 175 113] 714 330 | 1100 456/ 702 411) 306 308] 332 259 59 29 | 50119) 79] 38 211] 246 125]) 4416 3450|| 554/ 842] 589| 1985 9851 
My 1946]; 615 1089| 175 113] 714 330 | 1102 456) 734 411) 306 308] 332 259 59 29] 50119) 79) 38 211) 246 125/| 4450 3450/| 554) 845] 590] 1989 9889 
Je 1946)| 632 1091; 175 113} 714 359 | 1102 499|) 734 451/ 333 308] 337 259 59 29] 62119] 81] 43 211] 246 125]| 4518 3564 565 | 865} 606 | 2036 || 10118 


| 
Ji 1946]| 631 1091] 175 113] 714 359] 1118 499] 734 451| 330 308] 358 259 59 29] 62119] 81] 43 211] 246 125]] 4551 3564/] 566| 868 


607 | 2041 || 10156 
Ag 1946/| 631 1158] 175 113] 723 359 | 1127 499] 734 451] 330 330] 358 272 59 29] 70127] 81] 43 211] 253 136]] 4584 3685|| 580| 885| 622] 2087 || 10356 ® | 








S 1946]| 645 1158] 175 113] 723 359 | 1127 499) 792 451] 330 330] 383 272 59 29) 70127) 81) 43 211] 253 136]] 4681 3685]] 586) 895} 627] 2108 || 10474 
O 1946]] 644 1158] 175 113] 723 359 | 1134 499] 837 451] 330 330] 383 272 59 29; 70127) 81) 43 211] 253 136]| 4732 3685 
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prices will probably move sideways for a while. The high cost of replacing apart- 


ment buildings will be effective for some years in preventing any radical drop in 
rents or values, 


Construction costs of single-family residential buildings have continued to 

increase during 1946. The cost of our standard six-room frame residence 

built in St. Louis reached the all-time peak in December of $12,147. This 
is a 106 per cent increase over the cost at the time that the war started in Europe 
in 1939. During the First World War period costs on this house increased by ex- 
actly 100 per cent from 1914 to 1920. The increase in cost during the year was 
due to increased building material costs due in turn to 1. higher wage rates in the 
raw material fields, in processing plants and on transportation lines; 2. higher 
labor costs at the site; and 3. high overhead costs caused by the difficulties in 
getting materials, which resulted in buildings being under construction from 10 
months to considerably over a year. The uncertainties involved incosts stretched 


over this long a period necessitated a higher bid than the contractor would give in 
a stable market, 


It seems to us that construction costs will hit their highest point this spring, 
and will then start a decline, We think probably they will hit a secondary peak two 
or three years from now, but a peak considerably below the peak of this spring. 
From that time on the trend will be steadily downward for at least five or more 
years, 


during 1946 due to the strong inflation pressures and to the over-abundance 

of dollars in the hands of prospective purchasers, Vacant land suitable for 
residential use will sell at its highest price four or five years from now when new 
building is proceeding at the most rapid rate.” 


Ci Last year we said: “Vacant land suitable for building will increase in price 


Vacant land suitable for residential building will continue to increase in price 
during the first six months of the year, with a slowing down of sales anda side- 
ways movement in price in the latter part of the year. 
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occupied, This includes slightly less than 40,000 prefabs. In addition, 

Slightly less than 200,000 temporary dwelling units were furnished 
through re-use, conversions and trailers, Slightly less than 800,000 dwelling 
units were started in all nonfarm areas of the United States. In our forecast for 
1946, we said; “It seems probable that in 1946 we will build approximately 500,- 
000 nonfarm dwelling units. This forecast for 1946 was made originally in our 
September 1945 reports, Sufficient demand exists to exceed this figure by many 
times, but in our opinion the limiting factors will be scarcity of materials, scarc- 
ity of skilled labor, high construction costs in relationship to frozen rentals, and 


government attempts to channel all building into the building of units costing less 
than $10,000.” 


1 O During 1946 approximately 400,000 new permanent dwelling units were 


After Mr. Wyatt announced his program of 700,000 conventional houses 
started in 1946, 250,000 permanent prefabricated houses arid houses assembled on 
the site of prefabricated parts and materials, and 250,000 temporary units, we 
did not change our forecasts. While a larger number of dwelling units was put 
_ under permit than we anticipated, a smaller number was completed than we fore- 
cast, The biggest discrepancy in the plans of Mr. Wyatt and the actual accom- 
plishments was in prefabricated buildings, In place of the 250,000 he promised, 
we built less than 40,000. His forecast for 1947 was 600,000 permanent prefab- 


ricated houses, and it now should be apparent to anyone that this goal cannot be 
reached this year, 


It is very difficult to estimate the amount of residential building which will be 
done in 1947, The primary factors which will affect it are: 1. general business 
conditions and the amount of expendable income in the hands of consumers, If 
this shrinks, as it pre»ably will, many persons will defer the building of a house; 
2. the cost of building. Already a great many people have been priced out of the 
market, as the cost of building has increased faster and further than the increase 
in average wages, It takes more hours of work on the part of the average em- 
ployed person to earn enough to pay for a house than it has in many years, Our 
standard six-room frame house built in St. Louis has advanced 106 per cent since 
the beginning of the war in Europe in 1939. This is a larger percentage of in- 
crease than we experienced during the First World War period when the cost of 
construction went up by an even 100 per cent; 3. the availability of critical mate- 
rials; 4, the availability of a sufficient number of skilled workers; 5, the changes 
in rent control legislation; 6. the policy of mortgage lenders in making mortgages 
on a probably declining market. 


The best guess we can make at the present time on new dwelling units started 
in 1947 would be 600,000. The number of completions, however, we believe will 
exceed 750,000. The number of starts we expect to be below 1946; the number of 
completions above. 


chart on the following page. Ona basis uncorrected for growth in popu- 

lation, this point was 96 per cent above the top of the boom of the twen- 
ties. Even when adjusted for long-term trend and for population changes it was 
still more than double the peak in 1925. 


1 1 Real estate activity hit its highest point last spring, as shown by the 
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In our forecast a year ago we said that the peak of real estate activity had not 
yet been reached, and we gave the following reasons for believing that to be the 
case: “1, Real estate sales have as yet shown no tendency to decrease, 2. Real 
estate foreclosures have shown no tendency to rise. 3. New construction is in- 
creasing at a rapid rate. 4. There are practically no vacancies in residential 
units. 5. Rents, while still frozen, would rise by a considerable percentage ina 
free market, an indication of an overwhelming demand.” Only one of these fac- 
tors, the first, has changed its trend during 1946, The balance are all still favor- 
able to a continuation of the boom. 


The boom will continue during 1947, but at a less hectic pace than during the 
spring of 1946. Real estate prices during 1947 will continue to reflect a scarcity 
premium and will be above worth, but the percentage of scarcity premium will 


shrink during the entire year. 
7 ) rupted drop, until the figures for 1946 set a new all-time low. The high- 

est peak reached in recent years was reached in 1933 when the fore- 
closure rate per year per hundred thousand families hit 84.6. 


Since the spring of 1935 the foreclosure rate has had an almost uninter- 





The foreclosure rate will remain low during 1947, but we think it probable 


that by the end of the year foreclosures will be averaging slightly higher than they 
are running at the present time. 


1 


Last year we forecast a large increase in mortgage activity during 1946 
and this increase actually developed, with mortgage activity running 
tremendously above 1945. During the last few months, however, there 
has been a tendency for mortgage loans to slow down in quantity. 


It seems to us that 1947 will have some difficulty in equalling 1946 in mort- 
gage volume. 


14 


We still cannot see any great change in mortgage interest rates in the immed- 


iate future, although we continue to believe that the causal factors now operating 
180 
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A year ago we ended our forecast on mortgage interest rates with the 
statement: “Mortgage interest rates as a general thing will move side- 
ways during 1946.” 
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will eventually result in higher rates. We think the changes will be quite slow, 
however, and we would prefer to describe the movement in the next few years as 
a very slow upward drift in the rates, followed four or five years from now bya 
faster upward movement. 





“A year ago we said: “Real estate taxes will move largely sideways 
during 1946, but with the next major change in movement upward. Due 
to the inflationary forces, the cost of operating city governments is ris- 

ing rapidly. Municipalities depend largely for their support on the income derived 
from real estate taxation. It is, therefore, inevitable that assessments will be in- 
creased on properties whose selling price has increased, increasing the total real 
estate tax load per family in most communities. During 1946, however, the fact 
that residential rents have been frozen will act as a retardant on tax increases, 
as rent control authorities will fight desperately against anything which would 
tend to break rent ceilings.” This forecast was correct, but the retardation in 
the rise has resulted in many cities operating at deficits which cannot continue 
indefinitely. 


In 1947 real estate taxes will increase, as many assessments will be raised. 
Residential properties on the average throughout the United States were assessed 
a few years ago at from two-thirds to three-fourths of their value. The tremen- 
dous increases in market price have resulted in an assessment at the present 
time which is very much further below market price. Local governments, badly 
pressed for funds, will attempt to bring assessments more nearly in line with 
past relationships to selling prices, The cost of operating all schools in the U- 
nited States will increase rapidly in the next two years. Teachers’ salaries have 
always lagged other wage and salary levels, and the maladjustment is now so 
great that popular support is being rallied to a move for rather large increases. 
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URBAN REAL ESTATE 





COMMERCIAL 
The READER’S DI- _- OFFICE BUILDING vacancies || {11114 
GEST once said that “(TTT TIT IT TTA ee 


the nearest thing to * 4 
immortality is a government 11/1/11 
bureau, The chart to the right => >} >} 
shows office building vacancy | 
in all principal cities of the 
United States from 1924 to the 
present. The shadedarea from 
1941 through 1946 represents 
government occupancy in pri- 
vate office buildings. At the 
peak in the fall of 1944, the 
Federal government was occu- rt 
pying 11.7 per cent ofallofthe ||| |_| 
office space in the United 4 
States, With the end of the |. | 1) SaeeeeR 
war now so long past that even SRQRRRRKSE SEER | | 
——— Truman was forced SGRAKASERES SHEER REE ES 8 em 
to declare the end of hostili- "cee aes 9a ° — 
ties, the Federal government 
is still occupying 9 per cent of all private office space in the United States, This 
is quite serious, as only 57/100 of 1 per cent of the office space is now vacant, 
and industry needs large additional amounts for expansion. New buildings cannot 
be built because of high construction costs, too high in comparison with the rent- 
als on most existing space. All possible pressure should be used on the govern- 
ment budget to shrink government functions to an irreducible minimum, 
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During 1947 office space will be at a premium with relatively little new build- 
ing being done. As leases expire on existing space, rents will rise until they e- 
ventually reach the point where new buildings can be built in competition, The in- 
crease in rents in the first six months of 1947 will probably be more rapid than 
the increase in the last six months, as any recession in business may ease the 
pressure for additional office space. 


ing upward slowly at first and more rapidly during 1945 and 1946. Part 

of the increase has been due to a general increase in commodity prices 
with a higher gross volume for the sale of the same number of units as, in the last 
analysis, most store rents are computed approximately as a percentage of the 
gross volume of business done in the location. 


1 fins 1935 the rental value of stores and shopping space has been mov- 


During the next few months we believe these rentals will move sideways, as 
we think the peak has either been passed or will be passed in the next few months, 
There is a possibility of a slight shrinkage in the latter part of the year, If pur- 
chasing power of individuals goes down, retail sales will drop and rentals of 
store space will decrease. 
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INDUSTRIAL REAL ESTATE 


If our assumption of a recession in business and a drop in the general 

price level materializes in the early part of 1947, this will affect con- 

siderably the amount of industrial building done. If many plants with 
huge backlogs of orders find these backlogs dwindling rapidly, they will hesitate 
before increasing plant capacity at today’s high construction costs. 





As a guess, we would estimate that in 1947 industrial building will be down 10 


per cent below the 1946 totals. 
sales of farms in the United States from 1926 to the present. It will be 


FARM REAL ESTATE 
1 9 The chart at the bottom of the page shows the voluntary and forced 
noticed that during 1946 voluntary activity increased over the 1945 lev- 
el but did not equal the level of 1944. 





During 1947 it seems probable that activity in the sale of farms will show a 
decrease from the 1946 figure. 


The prices of farm products have already started dropping, and the gov- 

ernment support parity levels cannot prevent some further drops. If 

the prices of nonagricultural commodities should drop in the latter part 
of the year, the parity formula would allow agricultural prices to drop still furth- 
er before the government support level is reached, 


If the prices of agricultural products drop, the prices of farms will drop, and 
if the prices of farms drop, farm activity will decrease. After the last war farms 
hit their highest prices in 1920, five years before the highest prices were reached 
on small urban properties and seven or eight years before the highest prices were 
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reached on larger properties. Due to the government controls which have ham- 
pered building, we think that this time the prices of single-family residences have 
hit their peak simultaneously with agricultural lands. Trends in price from here 
on out will be down. 


Farm taxes per acre hit their highest peak nationally in 1928 and 1929, 
a 1 and in most communities farm taxes at the present time are very much 
below this peak. 

The trend of farm taxes, however, will continue the rise which started in 1944. 
It will be necessary for the local governments to raise more money for schools 
and other public functions than they have been raising during the preceding 10 
years, 


Farm mortgage activity has been increasing gradually since 1942, par- 
ticularly mortgages made by individuals and mortgages made by com- 


mercial banks. These have not increased so much in number as they 
have in amount. As farms have increased in value during the farm land boom, it 
was possible to secure larger mortgages than it was during the thirties. Since 
1940 the size of the average loan made by individuals on farms has exactly doub- 
led, 


During 1947 mortgage activity on farms will remain fairly high. Lenders, 
however, are becoming more cautious in view of the fact that farm products have 
now passed the peak in price and that the period ahead will probably show a down- 


ward trend in farm land values. 

2 ing 1946. Were it not for the greater risk which will be involved in 

making farm loans, mortgage interest rates on farms would tend to de- 

crease during the year, but in our opinion the increased risk will offset the other 
factors, resulting in a sideways movement,” 







year ago we said: “Mortgage interest rates will move sideways cur- 





During 1947 this sideways movement will continue with little perceptible trend 
either up or down. For the long pull, however, we believe that farm mortgage in- 
terest rates, like urban mortgage interest rates, have passed the bottom and will 
very slowly drift upward. 











16 


